
Untangling the Web of the Individual
AMT: A Priority of the Highest Order

By Mark Prater and Christy Mistr

In a way, we would like to thank John Buckley for his
recent Tax Notes article regarding the growing individual
alternative minimum tax problem. Continued focus on
the issue is helpful and necessary as we continue work-
ing in a bipartisan fashion toward an appropriate legis-
lative solution. We agree with the author (and so those
who have considered the issue) on one point: The indi-
vidual AMT has most certainly ceased to have any
serious policy rationale and the call for reform is univer-
sal. We disagree with the author, however, on two critical
points: (i) the source of the growing individual AMT
problem and (ii) the appropriate course of congressional
action.

Bipartisan Failure to Index Worsened the Problem
The author claims that the rapidly growing reach of

the AMT is not being driven by inflation.1 That is wrong.
In the regular income tax system, certain parameters,
including the personal exemption, standard deduction,
and rate brackets are indexed for inflation. Assuming that
personal incomes grow at the rate of inflation (that is,
that a person is compensated for increased costs of
living), those tax provisions are adjusted to ensure that
taxes do not take a greater percentage of income annually
because of increased nominal wages. By contrast, the
parameters of the AMT system, the exemption and rate
brackets, are not indexed for inflation. That means that
taxpayers affected by the AMT will face real tax increases
even if personal income grows only at the rate of infla-
tion. It also means that as prices rise over time, more and
more taxpayers will be affected by the AMT.

The notion that indexing is not driving the AMT
problem is wrong and has been rebutted by numerous
commentators. Most recently, for example, Leonard Bur-
man of the Urban-Brookings Tax Policy Center noted that
indexing is a major component of the growing AMT

problem. In his written testimony to the Finance Com-
mittee on May 23, 2005, Dr. Burman stated: ‘‘If the AMT
had been indexed for inflation along with the regular
income tax in 1985, and if the 2001-2004 tax cuts had not
been enacted, the number of AMT taxpayers would have
remained between 300,000 and 400,000 through 2010,
rather than rising to 31 million.’’2

The notion that indexing is not driving
the AMT problem is wrong and has
been rebutted by numerous
commentators.

Setting aside for now the 2001-2004 tax relief packages,
which will be discussed below, Dr. Burman is correct that
the Tax Reform Act of 1986 (Pub. L. 99-514) (the 1986 Act)
was a turning point for indexing the AMT. Failure to
index the AMT stems from the 1986 Act, landmark
bipartisan tax reform legislation that was passed by a
Democratic-controlled House and a Republican-
controlled Senate. Although it was certainly a missed
opportunity to index, and has since exacerbated the AMT
problem, in fairness, indexing was still a relatively new
element of tax policy in 1986. Only the most basic
provisions of the regular tax structure were beginning to
be indexed and the long-term implications of indexing
were not readily apparent or understood. No one focused
on the relative effect of indexing the regular tax system
on the AMT system. In retrospect, it could be argued that
AMT indexing should have been considered with such
sweeping reform legislation, but the opportunity was
simply lost. Further compounding the problem, the 1986
Act expanded the reach of the AMT by raising the rate,
increasing the number of tax preferences, and subjecting
taxpayers to an income-based phaseout of their AMT
exemptions.

What the author is really disputing is the fundamental
notion that indexing is exacerbating the current AMT
problem. The evidence is to the contrary, and all wit-
nesses testifying before the Finance Committee in May
disagreed with the author’s view. As early as April 2001,
before enactment of any of the 2001-2004 tax relief bills,
the nonpartisan Joint Committee on Taxation cited index-
ing as a principal source of the growing AMT problem in
its recommendation for repeal: ‘‘The number of indi-
vidual taxpayers required to comply with the complexity
of the individual alternative minimum tax calculations
will continue to grow due to the lack of indexing of the

1‘‘[I]t is worth noting that very little of the increase in AMT
coverage between 1996 and 2005 is caused by inflation.’’ John
Buckley, ‘‘The Tangled Web of the Individual AMT,’’ Tax Notes,
July 18, 2005, p. 347, at 348.

2Written testimony submitted by Leonard E. Burman to the
Senate Finance Subcommittee on Taxation and IRS Oversight,
May 23, 2005, p. 6.

Mark Prater is the chief tax counsel, and Christy
Mistr is a tax counsel, for the Senate Finance Commit-
tee Republican staff.
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alternative minimum tax exemption amounts and the
effect of the individual alternative minimum tax on
taxpayers claiming nonrefundable personal credits.’’3
The JCT projected that more than 11 percent of all
individual taxpayers would be subject to the individual
AMT in the absence of the tax relief.4

The opinion of the JCT was reiterated by nearly all of
the witnesses who testified before the Finance Committee
in May of this year. National Taxpayer Advocate Nina
Olson said that ‘‘[t]he absence of an AMT indexing
provision is largely responsible for the increasing num-
bers of middle-class taxpayers who are subject to the
AMT regime.’’5 She further stated that the absence of
AMT indexing is compounded by the fact that key tax
preference items included in the AMT computation are
indexed for inflation.6 Robert Carroll, acting deputy
assistant Treasury secretary for tax analysis, testified that
‘‘[t]he major reason the AMT has become such a growing
problem is that, unlike the regular tax, this parallel tax
system is not indexed for inflation.’’7 The nonpartisan
Congressional Budget Office agreed with the Finance
Committee’s other witnesses that inflation is one of the
factors spurring growth in the number of taxpayers
affected by the AMT. Douglas Holtz-Eakin submitted the
following testimony regarding the impact of inflation: ‘‘If
the 2005 [increased AMT] exemptions were made perma-
nent and, along with the other AMT parameters, indexed
for inflation after 2006, most of the increase over the
coming decade in the number of taxpayers with AMT
liability would disappear. Under that option, about 7
million taxpayers would incur such a liability in 2010, a
reduction of more than 75 percent from the estimated 29
million taxpayers who would otherwise owe the alterna-
tive minimum tax in that year.’’8 Finally, Len Burman
added that indexing the AMT for inflation would reduce
the number of AMT taxpayers in 2010 by 82.5 percent and
concluded his remarks by stating that the ‘‘[l]ack of
inflation indexing in the alternative minimum tax ex-
pands the reach of the tax each year.’’9 His data shows

that, without the 2001-2004 tax relief bills, AMT taxpayers
would have grown from 4 percent of filers (or 3.5 million
taxpayers) in 2005 to 14 percent of filers (or 14.4 million
taxpayers) in 2010, an increase that alone would have
doubled annual AMT revenue from $20 billion to $40
billion in the same period.10

2001-2004 Tax Relief Could Make Things Worse

Relying on evidence offered by the Tax Foundation
and the JCT, the author argues ‘‘that about 60 percent of
the AMT liabilities in the future are due to the bipartisan
2001 tax relief bill, the Economic Growth and Tax Relief
Reconciliation Act of 2001 (EGTRRA)’’ (emphasis
added).11 This statement is not wholly inaccurate, but it is
clearly misleading because the author fails to note the
significance of the words ‘‘in the future.’’

A fair analysis of the 2001-2004 tax relief packages
could have significant potential to worsen the AMT
problem in the future if Congress failed to act. But to
date, that simply has not happened. In large part, that is
because the Finance Committee, led by Sens. Chuck
Grassley, R-Iowa, and Max Baucus, D-Mont., included a
substantial stopgap measure in the 2001 legislation that
increased the AMT threshold for several years. The
purpose of that provision was to ensure that the 2001-
2004 tax relief bills did not worsen the AMT problem.
More specifically, the provision was drafted with the goal
of ensuring that the same number of taxpayers would be
affected by the AMT before and after enactment of the
2001-2004 tax relief. The JCT projected that fewer taxpay-
ers would be affected for tax years 2001-2004 by the AMT
after enactment of EGTRRA with its inclusion of the
hold-harmless provision that increased the AMT exemp-
tion amount.12 In 2003 the exemption amount was in-
creased, and in 2004 that provision (along with the 1998
hold-harmless for nonrefundable tax credits) was ex-
tended through December 2005 at a projected cost to the
federal government of $23 billion. That cost is expected to
rise to nearly $30 billion for the 2006 year and has been
negotiated as a Senate priority for the forthcoming 2005
tax relief reconciliation bill. The bottom line is that to
date, the 2001-2004 tax relief has not exacerbated the
AMT problem. The accuracy of the author’s assertion
plainly hinges on an assumption that Congress will fail to
keep its commitment to indefinitely extend hold-
harmless relief in the future.13

3Joint Committee on Taxation, Study of the Overall State of the
Federal Tax System and Recommendations for Simplification, Pursu-
ant to Section 8022(3)(B) of the Internal Revenue Code of 1986:
Volume I: Study of the Overall State of the Federal Tax System, April
2001, p. 10 (emphasis added).

4Id.
5Written testimony submitted by Nina E. Olson to the Senate

Finance Subcommittee on Taxation and IRS Oversight, May 23,
2005, p. 7.

6Id.
7Written testimony submitted by Robert J. Carroll to the

Senate Finance Subcommittee on Taxation and IRS Oversight,
May 23, 2005, p. 2.

8Written testimony submitted by Douglas Holtz-Eakin to the
Senate Finance Subcommittee on Taxation and IRS Oversight,
May 23, 2005, p. 7.

9Written testimony submitted by Leonard E. Burman to the
Senate Finance Subcommittee on Taxation and IRS Oversight,
May 23, 2005, pp. 11, 16. Note that the current estimate for the
number of AMT taxpayers in 2010 with the 2001-2004 tax relief
is 29 million, according to the Congressional Budget Office
(written testimony submitted by Douglas Holtz-Eakin to the
Senate Finance Subcommittee on Taxation and IRS Oversight,

May 23, 2005, p. 7) and the Joint Committee on Taxation (JCT,
Present Law and Background Relating to the Individual Alternative
Minimum Tax, May 20, 2005, Table 1 (JCX-37-05).

10Written testimony submitted by Leonard E. Burman to the
Senate Finance Subcommittee on Taxation and IRS Oversight,
May 23, 2005, Table 1.

11John Buckley, supra note 1, at 348 (emphasis added).
12JCT, Estimated Budget Effects of the Conference Agreement for

H.R. 1836[1], May 26, 2001 (JCX-51-01), n. 16.
13The author compounds the problem later in the article

when he claims that an additional 10 percent of AMT liabilities
in the future are due to enactment of new nonrefundable
personal credits in 1997 without an adjustment of AMT. Buckley,
supra note 1, at 349-50 (emphasis added). Since 1998, however,
Congress has provided an annual hold-harmless for taxpayers
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Empirical data confirms that the stopgap measures
Congress implemented have worked. Contrary to the
author’s assertion that the 2001-2004 tax relief has played
a far larger role in expanding AMT liabilities than the
lack of inflation adjustments, the evidence suggests not
only that the AMT problem has not been worsened by the
2001-2004 tax relief bills, but that the AMT problem
generally was less severe than anticipated over that
period. In 2001 the JCT estimated that, in the absence of
the 2001-2004 tax relief, AMT taxpayers would rise from
1.5 million in 2001 to 4.3 million in 2003 and up to 20.7
million in 2010.14 In 2003, the JCT revised downward its
estimate of projected 2003 AMT taxpayers from 3.5
million to 2.2 million.15 It should be noted that actual
numbers for 2001 were 1.1 million (400,000 less than
estimated in 2001) and are expected for 2003 to be around
2.4 million (1.9 million less than estimated in 2001). So, to
summarize, the JCT projected that in 2003, 4.3 million
taxpayers would be affected by the AMT without the
2001-2004 tax relief (principally because of inflation). In
reality, only 2.4 million taxpayers were affected by AMT
in that tax year. In our view, that is still too many
taxpayers, but it is extremely inaccurate to lay the prob-
lem solely at the feet of the bipartisan 2001-2004 tax relief
bills.16

Is the AMT Used as a Budgetary Gimmick?

The author claims that the broad reach of the AMT is
not accidental, as some suggest, citing a comment by

Senate Finance Committee Chair Chuck Grassley, who
referred to the AMT as ‘‘an unintended tax which bal-
loons Federal revenue’’ in a speech that was referenced in
The New York Times (‘‘Repeal of Alternative Minimum Tax
Gains a Top GOP Backer,’’) on May 24, 2005. The author
instead suggests that the AMT has been deliberately and
consistently used as a budgetary gimmick. The author’s
assertion regarding purposeful manipulation of the bud-
get could not have been associated with a less appropri-
ate person than Sen. Grassley.

Empirical data confirms that the
stopgap measures Congress
implemented have worked.

We should recount for the record that the AMT
problem is a bipartisan one — one that originated in 1986
(as discussed previously in this article), and one that was
made worse by legislative changes in 1990 and 1993.
Specifically, in 1990, the Omnibus Budget Reconciliation
Act of 1990 raised the AMT rate from 21 percent to 24
percent without adjusting the AMT exemption levels,
and the Omnibus Budget Reconciliation Act of 1993
reintroduced graduated rates and raised the existing rate
from 24 percent to 26 percent and 28 percent. The 1993
law, which not one Republican member of Congress
supported, also increased the exemption to its pre-2001
level of $33,750 for individuals and $45,000 for joint
returns. Some have argued that those exemption-level
increases were insufficient to protect those in the regular
income tax brackets from the expanding reach of the
AMT that resulted from increased AMT rates.17 In 1999
President Clinton vetoed the Taxpayer Refund and Relief
Act of 1999, a bill that would have phased out the AMT
over 10 years at a cost of $100 billion.18

Sen. Grassley has worked and continues to work
constructively to solve the AMT problem. He strongly

with these credits. It is widely accepted that both hold-harmless
provisions will continue to be extended indefinitely. Similarly, to
support his position that ‘‘very little of the increase in AMT
coverage between 1996 and 2005 is caused by inflation,’’ a
historical period of time, he uses a quote from the Tax Founda-
tion discussing the potential future impact of the 2001 and 2003
tax relief on tax years through 2011 if Congress fails to act. The
Tax Foundation article cited by the author said the tax relief
‘‘will be responsible for most of the expansion of the AMT.’’
Buckley, supra note 1, at 348 (emphasis added). The author
misleads his readers. Neither the Tax Foundation nor the JCT
have concluded that the 2001-2004 tax relief has had an effect on
the AMT problem to date.

14See JCT, supra note 12. As stated previously, the current
estimate for the number of AMT taxpayers in 2010 with the
2001-2004 tax relief is 29 million, according to the CBO and JCT.
Dr. Holtz-Eakin also testified before the subcommittee that, if
one allowed the AMT construct to evolve over a very long time,
the AMT would begin to affect 70 percent of taxpayers by 2050
and raise 20 percent of all income taxes. See transcript of oral
testimony submitted by Douglas Holtz-Eakin to the Senate
Finance Subcommittee on Taxation and IRS Oversight, May 23,
2005, p. 14.

15See JCT, Estimated Budget Effects of the Conference Agreement
for HR. 2, ‘‘The Jobs and Growth Tax Reconciliation Act of 2003,’’
May 22, 2003 (JCX-55-03), n.5.

16The author suggests that the rapid increase in AMT tax-
payers from 1.6 million to 3.6 million was attributable to the
2001-2004 tax relief (‘‘The dramatic increase in the number of
individuals paying the AMT has occurred even with the tem-
porary increase in the exemption that is in effect in 2005’’), but
the facts clearly show that the JCT anticipated higher numbers
of AMT taxpayers without the 2001-2004 tax relief than are
currently paying AMT. See Buckley, supra note 1, at 347.

17See Lawrence B. Lindsey, ‘‘Governor Bush’s Proposal and
the Alternative Minimum Tax,’’ Tax Notes, Jan. 24, 2000, p. 553,
in which Lindsey blames the 1993 measures for much of the
growth in AMT participation. Lindsey suggests that the 1993
Act made the AMT problem significantly worse by raising the
AMT rates from 24 percent to 26 percent and 28 percent, but
failing to raise the AMT exemption levels to a sufficiently high
level to ensure that those in regular income tax brackets lower
than 26 percent were not automatically brought into the AMT by
those changes. He also argues that to achieve an equitable
minimum tax design, Congress also should have allowed tax-
payers to obtain the benefit of some minimum level of congres-
sionally sanctioned tax-preferred activity (for example, 10 per-
cent of their income would not be subject to the AMT). Contra
written testimony submitted by Leonard E. Burman to the
Senate Finance Subcommittee on Taxation and IRS Oversight,
May 23, 2005. Dr. Burman seems to acknowledge an adverse
1993 effect but suggests that it was much smaller than the
adverse effect of EGTRRA in the future, in large part because the
1993 legislation raised marginal rates whereas EGTRRA re-
duced marginal rates.

18No Democratic members of the Senate and only five
Democratic members of the House voted for the conference
report.
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supported the 1999 bill to repeal the AMT. In EGTRRA,
he pushed for inclusion of substantial and meaningful
AMT relief. Also recall that the Senate AMT proposal was
more generous than that offered by the House. The
Senate provision addressed the AMT problem through
the end of 2004 while the House proposal would have
provided full relief only through the end of 2001.19 The
Finance Committee’s Subcommittee on Taxation and IRS
Oversight held a hearing on the AMT issue in May, and
Senator Grassley has since cosponsored bipartisan legis-
lation, led by Sen. Baucus on the Democratic side, to
repeal the AMT. That legislation, S. 1103, now has 20
cosponsors in the Senate, including five Republican and
five Democratic members of the Finance Committee.

Regarding Sen. Grassley’s quoted comment, whether
or not you agree with him that we never intended to
collect significant portions of our revenue base from the
AMT, the AMT does balloon revenue in future years.
Treasury’s Robert Carroll testified that AMT revenue will
increase from $18 billion in 2005 to $210 billion in 2015.20

Kevin Hassett, in his written testimony, added that:

Tax revenues rise as a share of GDP to a level
significantly above the historical average (Figure 3)
over the next 10 years. Outside of the budget
window, the revenue gains associated with the
AMT are even more impressive. If policymakers do
not modify the AMT or any other provisions of
current tax law, revenues relative to GDP will rise
to virtually unprecedented levels. By 2050, tax
receipts would be 24.7 percent of GDP, compared to
18.4 percent if they remained at their historical
average.

Written testimony submitted by Kevin A. Hassett to the
Senate Finance Subcommittee on Taxation and IRS Over-
sight, May 23, 2005 p. 5 (citing data from the Congres-
sional Budget Office, The Long-Term Budget Outlook, De-
cember 2003). Dr. Hassett also references studies
demonstrating that every percentage point of govern-
ment expenditure per gross domestic product has been
associated with a slower annual growth rate of between
0.1 percent and 0.18 percent for various countries be-
tween 1960 and 1985.21

The author argues that the failure to index is not the
primary source of the AMT problem, but suggests that a
provision to index would be the appropriate legislative
response if it were. Instead, he counters that ‘‘the explo-
sion in the AMT is caused by the deliberate and con-
scious use of the AMT to reduce the budgetary cost of
recent tax cuts.’’22 It is probably overstating it to suggest

that the behavior is deliberate but the resulting effect is
likely not helpful in analyzing the budget. Dr. Hassett
warned the Finance Committee in his testimony that
Congress’s reliance on stopgap measures is harmful to
future policy as a whole and should be abandoned.23

‘‘This is because current long run forecasts include ever
more significant amounts of revenue from the AMT that
will not be realized if successive temporary stopgaps are
adopted. Elected officials will base their decisions on
highly misleading revenue forecasts if they rely on
them.’’24 Unfortunately, the author does not propose a
solution to the mismatch that is created by having the
2001-2004 tax relief in the budget while the hold-
harmless provision is not.25 If, however, there is validity
to the author’s claim that the AMT is being exploited for
mischief, we would argue that removing from Congress’s
temptation the ability to use that tool in the future is a
worthy goal and begs for repeal of the AMT.

AMT Is Bad Tax Policy and Should Be Repealed
The premise of the author’s article is that Congress

should adjust the AMT for inflation if its failure to do so
is what is driving so many people into the system. His
premise is flawed in that it assumes the current system is
meritorious in the absence of its annually growing reach
on the American taxpaying public. That is a premise with
which we cannot agree. Although failure to index is what
is driving so many into the AMT system, it is not
taxpayer numbers alone that compel its repeal. Rather,
the fact that a growing number of taxpayers will be
affected by the AMT in future years is causing Congress
and others to review the merits of an alternative and
parallel tax system that many on both sides of the aisle
are concluding is inherently flawed.

In its 2001 simplification report, the JCT recommended
that:

The individual and corporate minimum taxes
should be eliminated. The individual and corporate
alternative minimum taxes contribute complexity
to the present-law tax system by requiring taxpay-
ers to calculate Federal income tax liability under
two different systems. The Joint Committee staff
believes that the individual alternative minimum
tax no longer serves the purpose for which it was
intended. The present law structure of the indi-
vidual alternative minimum tax expands the scope
of the provisions to taxpayers who were not in-
tended to be alternative minimum taxpayers.

JCT, Study of the Overall State of the Federal Tax System and
Recommendations for Simplification, Pursuant to Section
8022(3)(B) of the Internal Revenue Code of 1986: Volume I:
Study of the Overall State of the Federal Tax System, April
2001, p. 10.

19See JCT, Comparison of Estimated Budget Effects of H.R.
1836[1] as Passed by the House and the Senate, May 24, 2001
(JCX-49-01), n. 17.

20Written testimony submitted by Robert J. Carroll to the
Senate Finance Subcommittee on Taxation and IRS Oversight,
May 23, 2005, p. 2.

21See written testimony submitted by Kevin A. Hassett to the
Senate Finance Subcommittee on Taxation and IRS Oversight,
May 23, 2005, pp. 5-6.

22Buckley, supra note 1, at 348.

23See note 21 supra at 1-2.
24Id.
25This budgeting mismatch is also the reason that AMT

projections rise so dramatically from 3.6 million in 2005 to 19
million in 2006. JCT, Present Law and Background Relating to the
Individual Alternative Minimum Tax, May 20, 2005, Table 1
(JCX-37-05).
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The JCT hit on one of the most important reasons to
repeal the AMT: It no longer serves its intended purpose.
And this is true for two principal reasons. First, the AMT
has not reduced the number of high-income taxpayers
who do not pay any worldwide income tax. In a letter to
Sens. Grassley and Baucus dated November 23, 2004, IRS
Commissioner Mark Everson noted that even after ad-
justing income for inflation over the last several decades,
the number of expanded high-income returns with no
worldwide tax increased from 0.095 percent to 0.129
percent (an increase of 34 percent).26 That means that the
number of high-income taxpayers who do not pay any
worldwide income tax is actually increasing, even with
our extraordinarily complicated parallel tax system. Sec-
ond, taxpayers with sufficiently high incomes are less
affected by the AMT because the top rate under the
regular tax system (35 percent) is higher than the top rate
under the AMT system (28 percent). As a result, most
very high-income taxpayers will owe more regular in-
come tax than AMT.27

But there are other very compelling reasons to repeal
the AMT. Not only has the AMT failed in its original
objective, but the AMT has lost its policy purpose.
Currently, the AMT derives its revenue base from large
families and those who pay high state income taxes.
According to data provided by Everson to Sens. Grassley
and Baucus in 2004, the top 15 states affected by the AMT
(in order of impact) are: New York, New Jersey, Califor-
nia, Connecticut, Maryland, Massachusetts, Rhode Is-
land, Oregon, Ohio, Maine, Wisconsin, Illinois, Minne-
sota, New Hampshire, and Vermont.28 From a horizontal
equity perspective, Kevin Hassett made the following
remark in his May testimony: ‘‘While it was originally
motivated as a tax to ensure social justice, it likely does
the opposite. It taxes individuals across states in a
hodgepodge way, hitting similar individuals quite differ-
ently.’’29

Finally, the complexity of the AMT far outweighs its
usefulness. In its 2001 simplification report, the JCT
called for repeal of the AMT because of the undue
complexity imposed on taxpayers required to perform its

computations.30 Also that year, the National Taxpayer
Advocate called the AMT one of the most difficult and
complex areas of the law. In 2003 she identified the AMT
as the most serious problem facing individual taxpayers,
and in 2005, wrote the following: ‘‘Indeed, if I were given
the opportunity to make just one change to the Internal
Revenue Code, I would use it to eliminate the individual
AMT.’’31 The IRS has estimated that taxpayers spend an
average of 63 hours annually to comply with the require-
ments of this parallel tax system. That seems particularly
unfair in light of the fact that most people who are
required to fill out the complex return will end up owing
no AMT. Dr. Burman makes an important observation.
The goals of the AMT system could be advanced more
simply by scaling back on some preferences in the regular
tax system, rather than requiring taxpayers to juggle two
separate, complicated calculations.32 Most who have con-
sidered the issue agree that repeal is the best option. The
author holds a very influential senior congressional tax
policy position. He has the background and experience to
contribute much to developing future tax policy. We hope
that the author will use those resources to encourage the
Democratic members of the Ways and Means Committee
to join the bipartisan AMT reform effort.

26The letter provided that in 1977, 64 returns showed at least
$200,000 of expanded income and no worldwide income tax,
representing 0.095 percent of all returns with at least $200,000 of
expanded income. That $200,000 of 1977 income, if adjusted for
inflation using the Consumer Price Index, would be $622,495 of
income in 2001. Using that threshold, 519 expanded income
returns showed no worldwide income tax in 2001, representing
0.129 percent of all returns with at least $622,495 of expanded
income.

27It is worth noting that even with this problem, it is
projected that in 2010, more than one-third of tax return filers
with incomes above $1 million will still pay AMT, up from 25
percent in 2005. See written testimony submitted by Leonard E.
Burman to the Senate Finance Subcommittee on Taxation and
IRS Oversight, May 23, 2005, p. 4.

28The list does not include the District of Columbia, which
would have appeared sixth if it were treated as a state for
purposes of this list.

29Written testimony submitted by Kevin A. Hassett to the
Senate Finance Subcommittee on Taxation and IRS Oversight,
May 23, 2005, p. 2.

30JCT, supra note 3.
31Written testimony submitted by Nina E. Olson to the

Senate Finance Subcommittee on Taxation and IRS Oversight,
May 23, 2005, p. 1.

32Written testimony submitted by Leonard E. Burman to the
Senate Finance Subcommittee on Taxation and IRS Oversight,
May 23, 2005, p. 11. ‘‘[I]f legislators could find the revenue and
resolve to finance AMT repeal, the best option would be to
incorporate directly into the regular income tax whatever AMT
provisions are deemed good tax policy, while adjusting the rates
and tax in the regular income tax to achieve revenue neutrality
and distributional neutrality.’’ Id. at 14.
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